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What Causes the Ups and Downs of 
Business?
By Bill Johonnesson

[All quotations in bold font are from the works of L. Ron Hubbard.]

“Whatever the reason a business isn’t getting on, it is internal. It isn’t 
some other organization or some external influence. It’s right inside 
that business.”

EXPLANATIONS

I lived in Glendale, California for many years. On the corner of Brand 
and Glenoaks, there was a building obviously intended as a fine dining 
restaurant. It was a great location. It looked terrific. It had curb appeal and 
plenty of parking. Yet, every restaurant that occupied this location went out 
of business after 1-2 years. They all failed. The last couple of years I lived 
in Glendale that restaurant building was vacant. I presumed the word had 
gotten out that this location had some kind of curse put on it.

I’ve seen this sort of thing occur 
with a myriad of other types of 
businesses. It is no secret that the 
statistics on business failure are 
fairly staggering. And I wondered 
how each of these restauranteurs 
and other types of entrepreneurs 
explained their failure. What did 
they attribute their failures to? The 
following are some examples of 
what I found:



• The economy.

This explanation clearly places the cause 
for failure outside the business. If “the 
economy” caused the failure, we would 
have to wait until the economy improved 
to have a successful restaurant.

This is not to say that there can never be problems associated with an 
external influence such as the world experienced in 2008 when economies 
across the globe were crashing. But one can simply drop into apathy, lie 
down and accept one’s fate. Or one can rise to the occasion, get brighter 
and work out how to turn this barrier into an opportunity.

• Everyone in this industry is 
suffering right now.

This may be totally true. But what 
solution does this explanation 
offer? It doesn’t open any doors 
to a solution. The industry is “out 
there” somewhere. You can use it 
to justify one’s failure or you can do 
your homework and find out how to 
cause your business to not suffer.

• The overhead turned out way more than the income.

This one is a little tricky. Again, it may be a true statement. But it is being 
said as though the overhead was the cause and everyone just sat there 
and watched it. Why didn’t you cause the income to go up or the overhead 
to go down? It puts the income and overhead outside one’s sphere of 
causation.
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If you are going to own a 
business, you have to OWN it. 
That means you must assume 
complete responsibility for its 
expansion or its contraction. You 
cannot own a business and then 
sit in the bleachers like some 
spectator. You have to play the 
game.

• Less people are eating out.

If less people are eating out, you are looking at a condition outside the 
business as the cause for not succeeding. It may be true that less people 
are eating out but what can be done internally to cause enough people to 
eat at YOUR restaurant? The cause has to be internal. If something outside 
the business is assigned the cause, you are simply the effect.

You can go into any city and find restaurants that are just full of people all 
the time. There’re even certain 
restaurant chains (e.g., Bonefish 
Grill, Cheesecake Factory, to 
name two) whose restaurants 
are filled with people no matter 
what city it is. I guarantee that 
the successful restaurants 
did not just stumble into their 
prosperity.

They know what works and they ensure that all of the successful actions 
that have been developed are repeated and exactly applied again and 
again in each location in which they operate. Further, these successful 
actions are controlled from within the activity.
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• The competition is fierce.

I just got a haircut in a barbershop 
closer to my home. I walked in and 
found a barber sitting in a chair. 
Otherwise, the place was empty. So 
I put that barber to work. As she cut 
my hair I asked, “How’s business?” 
She replied, “Well, it’s better than what 
you see right now when it’s empty. But 
truthfully, things could be better.”

“What’s the problem?” I asked. “The competition is fierce” she replied.

Somehow I knew she was going to give me one of these explanations that 
open no doors to a handling and which points a finger at some external 
cause.

Further probing confirmed something else I had surmised: No promotion 
was being sent out. Any business that lacks an adequate business volume 
must promote and do so intelligently. That is something one can cause. 
Waiting for business to stumble through the door is not causing anything 
but failure.

• What chance did I stand against 
kismet?

I have heard this one more than once 
during my tenure as a management 
consultant. Kismet means fate or 
destiny and is synonymous with 
fortune, providence, what is written 
in the stars, one’s lot in life, luck, 
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chance, and even God’s will. Regarding this latter expression, I am not an 
atheist but have always considered it a misguided notion that God would 
forbid a person to have the power of choice over the decisions one makes 
throughout one’s life. It is an excuse to place all the responsibility for one’s 
actions on God or kismet or anything else.

When it comes to business, the cause is internal. This is one of the first 
things a manager has to grasp to be successful.

CAUSATION

Here is a very true and real example of how a specific business caused its 
success and also caused its business volume to crash:

I stepped into a small business 
in Seattle. They had been 
expanding very dramatically 
for several years. They had 
stat graphs posted on the walls 
of the General Manager’s 
office for quite a number of 
operations. These were long-
term graphs with quarterly 
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numbers going back several years. The Gross Income (or Cash Receipts) 
graph showed a steep 8-year trend but then a crash over the next couple 
of years. The difference between this high point and the 2-year crashed 
point was approximately $2 million. I turned to the GM and asked what 
had happened. He responded without the slightest hesitation with “the 
economy, of course.” I simply acknowledged and began asking more 
questions. “Was there some big change that occurred just prior to this 
crash?” He looked at the date of the high point and scratched his head. His 
secretary who was there and 
had been listening piped in 
with, “That’s when Florence 
left, Joe.”

“Who’s Florence?” I asked.

“She was in charge of our 
Marketing Department,” he 
replied. “She planned out our 
marketing campaigns.”

“She must have been very competent,” I said.

“She was VERY good,” he originated.

“So why did she leave?”

“She got engaged to a fellow back east,” he answered.

“Who did you replace her with?”

“Myself.”
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“YOU? How can you possibly 
replace her with yourself? I’m 
sure you wear many other hats 
in addition to GM. I’m sure 
she worked full-time on this 
marketing hat. I’m pretty sure 
that you don’t. That’s correct, 
isn’t it?” I asked.

“Yes, that is correct.”

“So why didn’t you replace her with another good marketing person or hire 
a good marketing firm?”

“Because that costs a lot of money. Florence was being paid well and she 
wanted more. Another marketing exec would probably cost even more than 
we paid Florence. A marketing agency would cost even more.”

“How much were you paying Florence?” I asked.

“$75,000. She wanted a raise to $85,000!” he exclaimed.

“Listen to me. Your company is 
now operating with $2 million less 
revenue! And that’s within TWO 
YEARS OF HER DEPARTURE! 
Theoretically, you could have paid 
Florence a million dollars and you’d 
still be in better shape than you now 
are. It is costing you more to leave 

the marketing exec position unmanned than any savings you think you’re 
getting on her salary!”
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He nodded his head to indicate that he indeed had grasped the point.
While it is true that market conditions can change and have an effect on 
one’s business, the internal reason or cause would be the failure to stay 
abreast of market trends and so have more prediction. If you can perceive 
what’s coming just over the horizon you can take actions now so that you 
are able to meet it when it comes.

NOTE: The handling turned out to be getting the previous marketing 
exec back. An offering of a $120,000 base plus bonuses tied to business 
expansion convinced her and her husband that it would be to their 
advantage to relocate back to Seattle. This eliminated the need to 
familiarize a new marketing exec or agency – this lady already had that in 
spades.
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SUMMARY

You cannot just sit there like a spectator in the bleachers and watch 
your business go up or down. Spectators sitting in bleachers have no 
responsibility and no control over winning or losing the game. You can’t 
blame the ups or downs on things outside your business that you have no 
control over. The cause of the ups or downs is internal.

You have to become capable of thinking this way to be successful and 
effective and have the tools and know-how on how to zero in on the 
correct cause that, when handled, will get you winning again.
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